US - 3 a 


OF Petal PUBS QBRARY 


. “Oe ) ¢ O-7V-&— 
rol Forei a 
aed and Their 
mplications for the 
"United States 


Prepared by the U.S. Foreign Service, U.S. Department of State, and released by the U.S. Department of Commerce, 
Domestic and International Business Administration, Bureau of International Commerce 


FET— 75-104 


JULY 1975 


Frequency: Annual American Consulate General 
Supersedes: ET 74-097 PARAMARIBO 


SURINAM 
TABLE OF CONTENTS 


KEY ECONOMIC INDICATORS 2 
SUMMARY 5 
CURRENT ECONOMIC SITUATION AND TRENDS 5 


IMPLICATIONS FOR UNITED STATES ae Liorany, 9 
pypic U 


jeu 
> ord 
tO . 
nov a 
at 
pepository — 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Springfield, Va. 22151. 








KEY ECONOMIC INDICATORS 


Unless otherwise specified, values in 
millions of Surinam guilders and 
quantities in thousands of metric tons 


Income lo t 


GNP at Current Prices 

GNP at Constant (1970) Prices 

Per Capita GNP at Current Prices 

Per Capita GNP at Constant (1970)Prices 
GDP at Current Prices 

Labor Force (Thousands) 

Unemployed (Thousands) 

Average Unemployment Rate (%) 


Money and Prices 

Money Supply 

Total Public Debt 

External Public Debt 

Central Bank Interest Rate (%) 

Commercial Interest Rates (%) 
Prime 
Average 


Retail Price Indices 
April 1968 - March 1969 = 100 


Total (as of the end of December) 
Food and Drink 

Housing and Furniture 

Clothing and Shoes 


Other 

1975 Retail Price Indices Jan 
Total 148.5 
Food and Drink, 159.6 
Housing and Furniture 143.1 
Clothing and Shoes 133.2 


Other 142.7 





Exchange rate on July 1, 1975 
was Sf 1.00 = US$0.56 


1971 1972 
514.4 544.4 
489.9 499.5 
1,352 1,398 
1,287 1,283 
599.6 618,9 

NA NA 

NA NA 

NA NA 

98.3 103.3 
174.4 208.8 
156.9 184 .6 
5-54 5-54 

6 6 
8 8 

1971 1972 
104.8 109.6 
103.5 111.4 
104.1 108.1 

97.9 97.9 
110.4 113.1 

Feb Mar 
151.2 149.4 
162.3 161.8 
143.2 144.1 
134.3 136.1 
148.4 140.6 





133.1 
228.5 
197.3 
5-545 


1973 


122.0 
133.4 
118.4 
116.3 
126.4 


—Apr__ 
150.4 
164.1 
144.1 
136.1 
140.8 


1974 


SESSSSSS 


1974 


142.6 
155.8 
137.5 
121.7 
135.4 


May __ 
151.7 
165.6 
144.3 
136.1 
143.6 


Production and Exports of Bauxite, Alumina and Aluminum!) 


Bauxite 


Year 


1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 


Alumina 


Year 


1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 


Year . 


1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 





1) These official figures vary somewhat from comparable producing 
company data but are included because of their comprehensiveness. 


Production 


(Metric tons) 


5 466,000 
5,660,000 
6,236,000 
6,022,000 
6,718,000 
6,777,000 
6,686,000 
NA 


Production 


(Metric tons) 


741,629 
813,222 
948,778 
1,014,392 
1,275,592 
1,351,000 
1,429,000 
NA 


Production 


(Metric tons) 


32,169 
34,210 
53,346 
54,542 
53,765 
43,000 
50,000 
50,000 


uralCco 


2,154,000 
2,138,000 
2,178,000 
2,262,000 
2,122,000 
1,897,000 
2,049,000 
2,085,000 


538,082 
577,335 
509,708 
438,092 
723,171 
839,287 
705,116 
580,483 


2) Includes aluminum skimmings. 


Billiton 


1,652,000 
1,648,000 
1,500,000 
1,158,000 
1,475,000 
1,579,000 
1,889,000 
1,737,000 


145,990 
124,832 
346,452 
455,263 
425,533 
439,191 
505,267 
497,923 


oooooceoeo 


rts (Metric tons) 


ota 


3,806,000 
3,786,000 
3,678,000 
3,420,000 
3,597,000 
3,476,000 
3,938,000 
3,822,000 


Exports (Metric tons) 
Suralco Billiton Total 


648,072 
702,167 
856,452 
893,355 
1,148,704 
1,278,478 
1,210,383 
1,078,406 


Exports (Metric tons) 
uralco Billiton Total 


31,0962) 
43,5502) 
53,7862) 
53,3632) 
47,6742) 
53,0142) 
54,7632) 
54,8512) 


31,096 
43,550 
53,786 
53,363 
47,674 
53,014 
54,763 
54,851 








Balance of Payments and Trade 
1971 1972 1973 1974 1975 


Gold and Foreign Exchange 


Reserves 85.4 103.0 132.8 143.9 
Balance of Payments -1.8 +17.6 +29.8 +10.8 
Current Account -38.2 -34.0 -49.2 -37.8 
Capital Account +36.4 +51.6 +79.0 +48 .6 
Balance of Trade +61.4 +58.5 +46.0 +43.6 
Total Exports (FOB) 297.4 312.1 314.1 450.3 
Exports to US (FOB) 139.9 135.3 NA NA 
US Share (%) 48 44 NA NA 
Total Imports (CIF) 236.0 253.6 268.1 406.7 
Imports from US (CIF) 79.5 80.0 NA NA 
US Share (3%) 33 32 NA NA 


Principal Exports to U.S. (6 months) 
Millions of Dollars) 64 73 62 
Principle exports to the U.S. 

(U.S. Customs Valuation) 


Bauxite 32,634 34,962 

Aluminum Hydroxide & Oxide 22,008 29,489 

Shrimp 2,813 B>7t3 

Principal Imports from U.S. (6 months) 
(Millions of Dollars) 44 73 49 


Principle imports from U.S. 
(1974 U.S. Customs Valuation) 


Wheat and wheat flour (3.117); corn (1.296); animal feeds (1.296); 
paper products (board, boxes, liner, bags, etc. 1.481); amonia 
and compounds (5.398); aluminum compounds (2.145); semi-finished 
iron and steel and products (2.556); internal combustion engines 
(1.607); construction and mining machinery (2.809); pumps (1.838); 
mechanical handling equipment (1.458); electric power machinery 
and parts (5.616); motor vehicle and tractor parts (2.123); ships 
and boats (9.551). 

Sources 

Central Bank 

Ministry of Economic Affairs 

Ministry of Labor and Pubiic’ Housing 

Planning Bureau 

Producing Companies 

Statistics Bureau 


SUMMARY 


Surinam is in a transitional period, moving from Dutch associated 
statehood to full independence and from a free enterprise economy, 
dependent on big foreign mining companies, to a mixed economy in 
which joint ventures between Government and private investors, 
especially in the extractive industries, is likely to be the norm. 
The country is scheduled to become independent on November 25, 1975. 
The transition has raised questions about Surinam's potential 
stability and economic directions, and caused investors to reassess 
Surinam's immediate investment potential. A sharp retrenchment in 
the bauxite industry, caused by falling world demand for aluminum 
products, has further clouded the economic picture. Over the longer 
term, however, Surinam's bauxite and other mineral and agricultural 
wealth should provide the basis for stronger economic growth than 
at present and make this country in increasingly desirable economic 
partner for the U.S. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Bauxite Exports 


The bauxite industry has traditionally set the pace of Surinam's 
economy. According to the International Bank for Reconstruction and 
Development (IBRD), the two producing companies, Suriname Aluminum 
Company (Suralco), a wholly-owned Alcoa subsidiary, and Billiton 
ectsc ij Suriname N.V., owned by Royal Dutch Shell, accounted 
for at least 30 percent of Government revenue, 91 percent of 
commodity exports (by value), 31 percent of Gross Domestic Product 
and 20 percent of gross private investment in 1970. 


The industry's contribution to Government revenue increased 
dramatically in 1974 with the introduction of a new bauxite levy, 
based on a percentage of the realized price of aluminum ingot in 
the United States. Estimates of the yield of the levy in 1975 range 
from $35 million to $50 million, over and above the $50 million 
which the companies are expected to pay in the form of income and 
excise taxes. 


Despite the good news on the Government revenue side, it seems clear 
that the impetus of the bauxite industry has been flagging in recent 
years. Exports of bauxite and aluminum have increased very little 
since 1967, and of alumina only moderately, according to official 
statistics. The stagnation of the country's leading exports has 
meant that Surinam, which imports much of the goods and services it 
consumes, has sxperienced a steady erosion in its balance of trade 
and poor economic performance generally. 


Moreover, in response to falling world demand for aluminum products, 
both Suralco and Billiton have cut bauxite production sharply in 
recent months. Reflecting the cutbacks, current year exports of 
aluminum may fall as much as 50 percent below the level of 1974, and 
of bauxite from a quarter to a third, although alumina exports: may 


not be adversely affected. 








Bauxite industry retrenchment is working its way through the 
economy. As sales fall, for example, so do the industry's payments 
to the Government. Corporate investment in new plant -- representing 
present jobs and future earning capacity -- has been indefinitely 
suspended. And the companies are reluctantly contemplating laying 
off redundant workers. 


Thus, Surinam's already sluggish economy is facing a serious 
challenge. 


Other Foreign Trade 


Surinam exports rice, shrimp, timber, bananas and other tropical 
products but far less than it might if the country's agricultural 
potential were used to the full. Indeed, Surinam is a net food 
importer, spending its hard-earned foreign exchange on sugar, vegetable 
oils, beef and fresh fruits and vegetables, all of which can be grown 
locally. 


With the exception of rice-growing, plantation agriculture is the 
weakest sector of the Surinam economy, suffering from short-sighted 
and unimaginative absentee ownership in the past. Many plantations 
are badly in need of an infusion of capital to replace antiquated 
equipment and upgrade living and working conditions. 


Surinam's largest sugar plantation, Mari¥nburg, was bought out by 

the Government in May 1974 in an attempt to revive production. Since 
then, the plantation has been extensively re-equipped. Indications 
are, however, that the 1975 crop will yield only 10,000 tons of 

sugar, 2,000 tons less than domestic requirements. Negotiations 

are underway with Brazilian interests for the expansion of .Mari€nburg 
but apparently nothing has been decided thus far. The Waterloo sugar 
plantation, which has been out of production for several years and 

is slowly being encroached upon by housing developments, may be 
purchased soon by the Government. 


Rice production, centering around the highly-mechanized Stichtin 
Machinale Landbouw plantation in western Suriname, should increase 
sharply as a result of an aid-financed water storage and irrigation 
scheme, which will permit the doubling of the land under rice culture 
before the decade is out. 


Foreign Aid 


Surinam's balance of payments has been characterized by a persistent 
deficit on current account -- not surprising when, as the Central 
Bank estimates, 43.2 percent of the goods consumed by the average 
Surinam family are imported -- offset by a surplus on capital account 
deriving from development aid. Thus, next to bauxite, foreign aid is 
the mainstay of the country's economy. 


The main aid donors are the Netherlands (which contributed $70.7 
million for airports, roads, schools, polders and public buildings 
over the last 4 years), the European Development Fund ($50.6 million 


over 5 years) and the United Nations Special Fund ($5 million over 
5 years). 


Perhaps the most sensitive issue connected with Surinam's decision 
to secede from the Kingdom of the Netherlands this year is the 
amount and form of Dutch aid after independence. Without the cushion 
of Dutch aid, it is recognized that the Government's development 
plans, as well as its overall financial position, would rapidly 
run down. Fortunately, the Dutch have acknowledged a "special 
responsibility"' for Surinam after independence. After protracted 
bilateral negotiations, the Dutch agreed in June 1975 to provide 
approximately $1.7 billion in aid over the next 10 to 15 years. 

On a per capita basis, that would place Surinam at or near the top 
of the list of aid-recipient countries in the world. 


An important new channel of technical assistance and capital invest- 
ment may open in the future as Surinam strengthens its relations 
with Venezuela. Among a number of cooperative projects discussed 
thus far is a proposal for the joint development of the Bakhuys 
bauxite deposits and construction of an alumina plant in western 
Surinam, with much of the bauxite and alumina thus produced to be 
exported to Venezuela, together with the supply of Venezuelan oil 

to Surinam. This proposal, if implemented, would make Venezuela one 
of Surinam's major economic partners, along with the Netherlands 
and the U.S. 


Financial Situation 


Inflation has been running at an annual rate of about 20 percent 

for the last two years, despite selective consumer price rollbacks 
imposed by the Government. And the prospects of immediate relief 

from inflation are small. Relying as heavily as it does on foreign 
goods and services, the Government continues to import world inflation. 
Closer to home, the Government continues to find it necessary to 
resort to deficit financing on a (for Surinam) high level. The deficit 
this year is projected at $30.4 million (as against $19 million in 
1973 and $25.8 million in 1974), largely as a result of mounting 
social and administrative overhead. 


A bright spot in the Government's financial position is the 
sizeable return on the new bauxite levy, described under Bauxite 

rts. The Government has pledged that this money will be devoted 
to socio-economic development purposes and recently revealed a list 
of 200 projects to be encompassed in an accelerated development plan. 
Already, it is possible to detect a quickening in the flow of 
money into street paving, road and bridge building, urban water 
systems, health and community centers, sub-economic housing and 
other such projects. 








Labor 





One of the most remarkable phenomena in Surinam over the last 

five years has been the rise of the organized labor movement. Today, 
the four militant and politically conscious labor federations sre 

a major factor in the economy and are learning to work closely 
together to cement their strong position. Strike action traumatized 
the economy in 1973 and official statistics show that the number of 
industrial disputes submitted for conciliation remains high. Made 
wary by the events of last year, most employers, including the 
Government, appear disposed to enter into generous three-year 
collective labor agreements. 


The labor picture is complicated in other ways, too. Heavy migration 
from Surinam to the Netherlands, where job opportunities and 
welfare benefits are better, is stripping the country of much of 
its skilled and semi-skilled labor force and of professional 

people. Suralco is losing something like 10 percent of its skilled 
workers, all trained at company expense, annually through migration. 
It is estimated that about 90,000 Surinamers, out of a total 
population of well under half a million, already reside in the 
Netherlands. Migration has been running at a rate of 12,000 per 
year, according ‘to official sources, and is accelerating as the 
date of independence approaches. 


Government Economic Policy 


One of the Government's principal pledges, during the electoral 
campaign of late 1973, was that it would secure a greater voice in 
the management of the country's natural resources. The Government's 
intentions are not entirely clear even now, but joint venture 
agreements with Alcan/Billiton (for the construction of a bauxite 
calcination plant) and Placer Development Ltd. of Canada (gold 
mining) will probably be models for future foreign investment in 
the extractive industries. Broadly speaking, the companies will 
bring capital and know-how to the ventures, and the Government will 
bring public lands, concessionary rights, tax write-offs and other 
investment inducements. 


Eventually, the Government may seek to buy into the bauxite companies 
with money provided by Dutch development aid; it already holds an 
option to buy 25 percent of Billiton. The Government has announced 
that it intends to take over complete control of Energie Bedrijven 
Suriname, of which it now owns 60 percent, and other public 


utilities. 


In the wholesale/retail trades, the Government has been highly 
interventionist. It has awarded a trading monopoly on a long list 
of food products to Centraal Importbedrijf Suriname (CIS), the 
state trading company, and announced quota restrictions or outright 
bans on many imported items considered to be nonessential or in 
competition with local products. The Government has stepped in to 
force price rollbacks on both domestic (electric power, bread, 
carbonated soft drinks) and imported (lubricating oil) items and has 


required rice growers to sell two-thirds of their crop at pegged 
prices in the domestic market. Government intervention apparently 
was responsible for slowing the rise in retail food prices but it 
is widely blamed for aggravating shortages in the supply of certain 
staple foods. 


The Arron Government has publicly rejected a policy of expropriation 
and affirmed its reliance on the private sector, specifically 
including foreign investment, to accomplish its development 
objectives. In spite of these assurances, potential investors are 
withholding decisions, pending the advent of independence and a 
further clarification of Government economic policy and the political 
situation generally. There have been some signs of a flight of capital. 


IMPLICATIONS FOR UNITED STATES 


There is likely to be little real economic growth in Surinam in the 
year ahead. Potential foreign investors will be wary of putting new 
money into Surinam and economic managers, both in and out of the 
Government, will be preoccupied with the financial and political 
problems arising out of the transition to independence and a mixed 
economy. 


Nevertheless, the level of imports should remain relatively high 
and American suppliers should continue to find ready markets for 
earthmoving equipment, tractors, commercial vehicles, fishing boats, 
pleasure boats, marine engines, mining machinery, food processing 
equipment, textiles and ready-made clothing, household electrical 
appliances, builder's and home hardware, toys, pharmaceuticals, 
industrial chemicals, fertilizers, agricultural commodities and 
other goods. They can expect to fill about one-third of Surinam's 
import requirements. 


The availability of after-sale servicing and spare parts can be the 
decisive factor in deciding between comparable equipment from, say, 
the Netherlands, the Federal Republic of Germany, Japan or the 
United States. It helps to explain the great success of German and 
Japanese automakers in Surinam, when most American makes have all 
but disappeared from the streets. Manufacturers in the Federal 
Republic amd Japan make a practice of encouraging their local 
distributors to stock as complete a range of spare parts as possible 
and, in some cases, maintain regional spare parts depots within 
short flying time of Surinam in order to fill orders quickly. 


Another significant factor is the supplier's attitude toward small 
orders. The unwillingness of some American manufacturers to furnish 
detailed quotations and data on low unit or dollar transactions, 

or even to respond to small Trade Opportunities, has induced more 
than one Surinamer to look elsewhere for supplies. 
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However, the competitive position of third countries is weakening, 
relative to the United States, because their price quotations 
reflect more expensive currencies and higher inflation and freight 
costs. For many manufactured goods, the competitive price advantage 
is now on the American side. Moreover, a new agreement of 
association between Surinam and the European Economic Community, 
likely to be signed soon after independence, will drop the present 
requirement for reverse preferences. That would eliminate a dual 
tariff system which discriminates against American goods. 


It will be to the advantage of American food suppliers to familiarize 
themselves with the officers and operations of CIS. As more imported 
food products come within the purview of CIS, suppliers will have to 
switch from their traditional trading partners in the private sector 
or lose the market. A list of the items currently reserved for CIS 

is available at the Departments of State and Commerce. The Director 
of CIS is Mr. W. Halfhide, Waterkant 15, Paramaribo, He will be 

glad to receive price lists and promotional literature. 








CALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information 
on most trading partners of the United 
States is available from the Bureau 
of International Commerce, U.S. De- 
partment of Commerce. 

The Bureau is organized geographically 


responsible for a country or group of 
countries as listed below. Assistance 
or information about marketing in 
these countries may be obtained by 
dialing these key people directly: 
(202) 967 plus the given extension 


with a Country Marketing Manager 


Far East 
Australia and New 
Zealand 
East Asia 
Japan 
South Asia 
Southeast Asia 


Area Extension 


Africa 
Central Africa 
East and South Africa 
West Africa 


3646 
5401 
2427 
3137 
3875 


3904 
4927 
4388 


Europe 

Canada and Benelux 
countries 

France 

Germany and Austria 

Italy and Greece 

Nordic countries 

Spain and Portugal 

Switzerland, Yugo- 
Slavia and Turkey 

United Kingdom 


Latin America 

Brazil 

Mexico, Central 
America, and 
Panama 

Argentina, Uruguay, 
and Paraguay 

Caribbean countries 
and remainder of 
South America 


3848 
4504 
4414 
3944 
4601 
3957 


5427 


5020 


2428 


2795 


3713 2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 


Near East 

Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 

Qatar, Saudi Arabia. Syria, United Arab 


Emirates, Yemen Arab Republic 5767 


3752 


Iran, Israel, Egypt 


Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 


U.S. DEPARTMENT OF COMMERCE e Domestic and International Business Administration 


2645 
4655 
3583 
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